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HE interest of the country has been 
intensely centered upon the battle 
fronts during the past month. The 
invasion of France was one of the 
q great military undertakings of all 
' time, and the nation has had little room for 
-any feelings other than thankfulness for its 
» success, anxiety for those engaged, pride in the 
_ American contribution, and heartfelt relief 
'that casualties have been less than generally 
' predicted. To these should be added, by the 
' imspiring example of the American youth who 
' fcught across the beaches, a spirit of increased 
® unity and resolution at home, and of emula- 
' tion and enthusiasm in war work, in supporting 
' the Fifth War Loan, and in all the ways in 
which people can devote themselves to making 
the war effort more effective. 


' On the Russian front the offensive is on a 
» stupendous scale and the successes have been 
"overwhelming. In Italy the month has been one 
/of triumphant advance. Thus on three fronts 
the European war is being carried into what it 
'is earnestly hoped will be its last period, — 
the destruction of the German military power. 
> How rapidly this purpose can be accomplished, 
/ against a war machine that is still powerful 
'and effective, is for the next few months to 
' show. The task has been well begun, and along 
| with the feelings of soberness and anxiety, 
here and in the Allied countries, the sense of 
' confidence is unmistakable. 
Scarcely less important — and also illustrat- 
'ing the immensity of the area over which 
we fight and of what we are called upon to do 
— are the new offensive in the Pacific, against 
' the Marianas, and the bombing of Japan by the 
'B-29s from China. The Japanese fleet has 
been proved impotent to defend the Marianas, 
» and beyond them lie in one direction the Philip- 
"pines, in another Japan itself. In Burma the 
“attack goes forward in the face of enormous 
| difficulties. Only in China has further ground 
| been lost. 
For this country the new offensives mark 
' the climax of two and a half years’ preparation. 
' Millions of people have been withdrawn from 
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peaceful work and trained to war, industrial 
facilities have been erected, weapons created 
and produced, supplies accumulated and trans- 
ported, all on a scale that the world has never 
before seen, and all leading up to the day when 
assault could be made on the home lands of 
the enemy. 

It is hardly true that 1944 is the critical year 
of the war, for the real turning point was 
eighteen to twenty months ago, at Stalingrad 
and El Alamein, in North Africa and off the 
shores of Guadalcanal. But this is the year of 
test of the United Nations’ ability to capitalize 
on the gains and preparations since that time. 
It is the year when all the military and indus- 
trial power that this country can muster will 
at last be applied in combat. It is also the year 
in which, if this power proves to be as strong 
as we think it is and accomplishes what we 
think it can, a turn of significant proportions 
will be made away from the wartime economy 
and toward the restoration of peaceful life and 


trade. 
Invasion Effects on Business 


While this test of our war effort is on, all 
domestic policies, markets and economic trends 
are bound to be influenced chiefly by news 
from the battlefields. The‘invasion has given 
a new incentive to war workers, and it has 
brought some new demands for war products, 
as evidenced by the decision to increase tank 
production again because tank losses in Nor- 
mandy have been three times the anticipated 
rate. More heavy trucks are wanted. Artillery, 
shell and shell container programs have urgent 
ratings, along with aircraft and landing craft. 
Admiral Land has denied that cargo ship con- 
struction will soon be cut back, and says that 
on the contrary the load on the shipyards will 
be increased. Part of this load is accounted 
for by the revelation that several hundred new 
type attack-transport ships of substantial size 
are under construction. 

On the other hand, the success of the land- 
ings gives new emphasis to the indications 
that business men should be as ready as pos- 
sible for large scale curtailment of war pro- 
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duction, now possibly only a few months 
ahead. Irrespective of the invasion, cutbacks 
go on, reflecting accumulation of supplies. We 
noted in this Letter last month signs that the 
aircraft production program has practically 
reached its peak and will be cut back before 
many months. Secretary of the Navy Forrestal 
has stated that landing craft production sched- 
ules, which were increased by 70 per cent last 
November, have been exceeded, and he indi- 
cated that it will not be necessary to maintain 
the present rate of output very long. Produc- 
tion of .50 caliber machine guns is being cut, 
and one of the large producers of naval tor- 
pedoes will be released for other work within 
two months. Suspension of the wooden air- 
craft program will leave 80 per cent of the 
piano manufacturers idle, according to repre- 
sentatives of the industry. 


Thus the business news is a mixture of new 
or urgent demands and cutbacks, with more 
churning around than fundamental change. 
Overall industrial production has declined 
somewhat since the peak last November, the 
Federal Reserve Board’s index having dropped 
from 247 then to 237 (1935-39 = 100) in May. 
The munitions production index of the War 
Production Board lately has shown little 
change. Industrial employment has continued 
to drop slightly, and it seems possible that 
national income payments (allowing for sea- 
sonal changes) have reached their peak, bar- 
ring further large price advances. 


Since demands for goods in the aggregate 
are far from satisfied, the declining trends are 
evidently due to labor shortages, war contract 
cancellations not offset by new orders, and in 
general to the difficulties of maintaining the 
complex industrial organization at peak out- 
put, far above what experience indicates is a 
normal rate. A majority of industrial materials 
are in good supply, but steel is tight and evi- 
dently will continue tight until the ship and 
shell container programs are relaxed. Copper 
consumption is greater than at any time since 
the war began, and the lumber shortage is 
so acute that the War Production Board has 
brought lumber under controls similar to those 
enforced in the metals. 


Reconversion Programs 


With the situation mixed to this extent it 
is not surprising that progress toward recon- 
version and expansion in civilian output, and 
even in determination of reconversion policies, 
is piecemeal and halting. The difficulties are 
apparent. In the first place the War Produc- 
tion Board is compelled to face two ways. It 
must maintain the priority which the war 
producers need on labor and on parts and com- 
ponents of finished goods, and it must be 
prepared to meet unforeseen demands which 


eee 


appear as a result of battle experience. At 
the same time, it is obligated in the public 
interest to allow production of needed civilian 
goods or to permit reconversion wherever 
possible without interference with war work. 
Moreover, it is desirable that contractors, 
whose business will be sharply curtailed by 
the cutbacks that will come when the early 
defeat of Germany is assured, should have 
every facility for planning and preparing the 
changeover to other work. This is another 
W.P.B. responsibility. 


In the second place, the practical difficulties 
of applying any policy which may be laid 
down are acute. Nearly every American man- 
ufacturer draws on many other manufacturers 
for materials, parts, supplies and equipment. 
To make finished articles out of materials that 
are abundant may also require the use of parts 
which are scarce, and the resulting bottlenecks 
are obstacles to resumption of civilian produc- 
tion which are difficult and frequently impos- 
sible to break down. 

Out of these conflicting difficulties, however, 
c-rtain policies are emerging. The War Pro- 
duction Board will allow manufacturers of 
materials and components to make a single 
working model of any postwar product, and 
to buy or place orders for tools, machinery and 
dies for civilian production, if not interfering 
with war production. Aluminum and magnes- 
iumi are being freed for civilian goods wherever 
manpower is available. Lists of urgently 
needed civilian items which will have varying 
priority in reconversion have been published, 
but evidently other products will not be ex- 
cluded if the plants and labor released from 
war work cannot make the priority items. 


In most W.P.B. orders permitting reconver- 
sion, safeguards are included equivalent to “if 
the labor situation permits,” and the need to 
keep workers in war plants has led the War 
Manpower Commission, effective July 1, to 
assume complete control over shifts of employ- 
ment by male workers. The manpower situa- 
tion varies widely in different areas, and de- 
cisions as to where reconversion is or is not 
possible must be made to a considerable extent 
regionally. This is,all to the good, It subordi- 
nates the idea of “planning” resumption of 
civilian production according to overall blue- 
prints, quotas and allotments and substitutes 
more practical considerations. It will leave the 
situation more flexible and make for quicker 
adjustments than if all reconversion had to 
conform to detailed programs administered in 
Washington. 

In the formulation of major programs in- 
volving very large production such as automo- 
biles and mechanical refrigerators, a strong 
effort plainly will be made to deal with com- 
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petitors as equitably as possible, and quotas 
will be allotted. Essentially, however, overhead 
“planning” of reconversion—once materials are 
plentiful and plants can be released from war 
work on the scale to be expected when victory 
in the European war is at hand — would be a 
handicap to industrial activity and a barrier to 
employment. It would get-in the way of de- 
cisions and moves which business men can 
best, and in last analysis will have to, make for 
themselves. 


The strength of the speculative security mar- 
kets is a feature of the month’s news worth 
remarking. Doubtless it is influenced by the 
military successes and the promise of a turn to- 
ward a peacetime economy not too far ahead. 
It also follows that the buyers must take a 
hopeful view of the postwar industrial pros- 
pect and feel confidence that the difficulties of 
the transition period will be surmounted. 


The Fifth War Loan 


Total sales in the Fifth War Loan reported 
through June 28 amounted to $12,605 million 
or approximately 79 per cent of the $16 billion 
goal, while sales to individuals alone amounted 
to $2,869 million or 48 per cent of the $6 bil- 
lion quota. Although the pace of the drive, 
which started June 12, speeded up during the 
latter part of the month, the sales to individ- 
uals are still lagging and it is here that the 
greatest sales effort must be maintained if 
the quota for individual sales is to be reached. 


The offering of open-market issues will end 
on July 8, but sales of war savings bonds of 
all series throughout the month of July will 
be included in the drive totals. Bond purchases 
by individuals in June were no doubt restricted 
in many cases by the depletion of cash by pay- 
ment of quarterly income taxes, which will 
not recur in July. 


As the fiscal year 1944 draws to a close, the 
Treasury statements through June 26 confirm 
the marked improvement that has taken place 
in the federal budget outlook as a result of 
the tremendous increase in tax receipts com- 
bined with a lagging of war expenditures be- 
hind estimates. The prospective net deficit of 
under $50 billion contrasts with an actual deficit 
of approximately $56 billion in fiscal 1943. 


This year’s deficit is more than $5 billion less 
than forecast by the President last January, 
and $22 billion less than forecast in January 
1943. Total net receipts reached approximately 
$44 billion in 1944, a new high, comparing with 
the $2. billion in 1943, $5 billion in the prewar 
year 1940 and with the interwar low of $2 bil- 
lion in 1932. Total net expenditures in 1944 
aggregated around $94 billion, compared with 
$78 billion in 1943, $9 billion in 1940 and $4.5 
Dillion in 1932. 
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The United Nations Monetary Conference 





The United Nations Monetary and Financial 
Conference, convening at Bretton Woods, N. 
H. on July 1 to discuss plans for postwar cur- 
rency stabilization and related problems, may 
well be the most important international eco- 
nomic conference since the ill-fated London 
conference in 1933. The outcome is of concern, 
not only because of the influence it may exert 
in the crucial area of postwar currency and 
credit, but also because of the bearing it may 
have upon international cooperation in broader 
questions of economic relations and of world 
peace and security. 


Invitations were despatched by the Presi- 
dent of the United States to forty-two gov- 
ernments and authorities, comprising the 
United and Associated Nations and the French 
Committee of National Liberation as follows: 


Australia, Belgium, Brazil, Canada, Chile, China, 
Colombia, Costa Rica, Cuba, Czechoslovakia, Domini- 
can Republic, Ecuador, Egypt, El Salvador, Ethiopia, 
French Committee of National Liberation, Greece, 
Guatemala, Haiti, Honduras, Iceland, India, Iran, Iraq, 
Liberia, Luxembourg, Mexico, Netherlands, New Zea- 
land, Nicaragua, Norway, Panama, Paraguay, Péru, 
Philippines Commonwealth, Poland, Union of South 
Africa, Union of Soviet Socialist Republics, United 
Kingdom, Uruguay, Venezuela and Yugoslavia. 


Since the conference comprises only the 
United Nations and those associated with them 
in the war, important neutrals such as Switzer- 
land and Sweden are not included. 


Heading the United States delegation is the 
Secretary of the Treasury, Henry Morgenthau, 
Jr., as chairman. Other members include: 


Fred. M. Vinson, director, Office of Economic Stabili- 
zation, vice chairman; Dean Acheson, Assistant Sec- 
retary of State; Leo T. Crowley, administrator, Foreign 
Economic Administration; Marriner S. Eccles, chair- 
man of the Board of Governors of the Federal Reserve 
System; Dr. Harry D. White, assistant to the Secretary 
of the Treasury and author of the so-called “White 
plan” for currency stabilization; Senator Robert F. 
Wagner of New York, Democrat and chairman of the 
Senate Banking and Currency Committee; Representa- 
tive Brent Spence of Kentucky, Democrat and chair- 
man of the corresponding committee of the House; 
Senator Charles W. Tobey of New Hampshire, and 
Representative Jesse P. Wolcott of Michigan, ranking 
Republican members of the Senate and House Bank- 
ing and Currency Committees; Dr. Mabel Newcomer, 
professor of economics at Vassar College; and Edward 
E. Brown, president of the First National Bank of 
Chicago and chairman of the Federal Advisory Coun- 
cil of the Federal Reserve System. 


It may be noted that there is no representa- 
tive in this list of the Federal Reserve Bank 
of New York, which has carried out operations 
for the Stabilization Fund and over a period 
of years has had close contacts with other 
central banks and wide experience in inter- 
national credit operations. 

Heading the British delegation is Lord 
Keynes, economic adviser to the British Treas- 
ury and author of the plan for postwar mone- 
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tary collaboration bearing his name. Other 
mémbers of the British delegation are: 

. Robert H. Brand, partner of the international bank- 
ing.house of Lazard Bros. & Co. in London and recently 
appointed Britisk Treasury representative in Wash- 
ington; Sir Wilfred Eady, second secretary of the 
British Treasury; Nigel B. Ronald, Assistant Under- 
secretary of the Foreign Office; Professor Dennis H. 
Robertson of the British Treasury; Professor Lionel 
C. Robbins, head of the Economic Section of the Brit- 
ish War Cabinet Offices; and Redvers Opie, counsellor 
of the British Embassy at Washington. 


With so impressive a gathering of high 
officials and their advisers from all over the 
world, it should be possible — provided they 
are allowed sufficient freedom of action —to 
arrive at useful conclusions regarding postwar 
monetary problems. 


Background of the Conference 


The conference is the outgrowth of explora- 
tory studies initiated well over a year ago in 
the American and British Treasuries and pub- 
lished in summary form in April 1943 as the 
so-called White and Keynes plans, after their 
principal authors. These were followed in July 
by publication of a Canadian experts’ plan. 

In October, the U. S. Treasury announced, 
as a supplement to its currency proposals, a 
tentative plan for a United Nations Bank for 
Reconstruction and Development to operate 
in the long-term credit field and to supplement 
and participate with private capital in invest- 
ments regarded as too risky to attract private 
capital alone. This Bank would have a capital 
of $10 billion, the U. S. to contribute about a 
third. 

During the Winter, continuing conferences 
between the technical experts of the United 
Nations governments brought general agree- 
ment upon recommendations. These were pub- 
lished in April in the form of a Joint Statement 
of Principles governing the setting up of an 
International Monetary Fund of $8 to $10 bil- 
lion, of which the U. S. share would be $2% to 
$234 billion. In these recommendations, the 
experts dealt solely with the machinery for 
currency stabilization, plans for the long-term 
capital Bank being less advanced. 

This statement by the experts has been much 
discussed during the past two months, and 
now forms the main agenda of the conference 
opening at Bretton Woods. With the opening 
of this meeting the planning passes from the 
stage of informal conversations between the 
experts to the important stage of policy- 
making decisions. 


Instructions from the President 


In a letter to Secretary Morgenthau, U. S. 
delegation chairman, on June 9, President 
Roosevelt expressed the hope that “this con- 
ference will formulate for presentation to the 
participating governments definite proposals 





for an international monetary fund and pos- 
sibly a bank for reconstruction and develop- 
ment.” At the same time, the President em- 
phasized “the responsibility. which you and 
other delegates of the American delegation 
will undertake . . . for demonstrating to the 
world that international postwar cooperation 
is possible.” 

But the President went much further than 
this. The delegation, he stated, “will be ex- 
pected” to adhere to the joint statement of 
principles of an international monetary fund, 
as announced in April. Though authorizing 
some leeway for minor modifications the altera- 
tions, he said, should not depart fundamentally 
from the plan as laid down by the experts. 
The same instruction went also for discussions 
regarding the World Bank, except in that case 
— there having been no joint agreement among 
the experts of the various countries — the 
principles should be those agreed upon by the 
American technicians. The President said: 


In formulating a definite proposal for an interna- 
tional monetary fund both you and the other delegates 
will be expected to adhere to the joint statement of 
principles of an international monetary fund announced 
April 21, 1944. You, as head of the delegation, are 
authorized, however, after consultation with the other 
delegates to agree to modifications which, in your 
opinion, are essential to the effectuation of an agree- 
ment and provided that such modifications do not 
fundamentally alter the principles set forth in the 
joint statement. 

You will apply the same principles in your discus- 
sions and negotiations with respect to the proposed 
bank for reconstruction and development, except that 
you will be governed by the principles agreed upon by 
the American technical committee. 


The question is, where does this leave the 
conference? 


Much evidently depends upon the interpre- 
tation placed by the American delegates upon 
the President’s mandate, and their degree of 
independence in formulating their program. 
Taken literally, the President’s letter would 
seem so to tie the conference to the experts’ 
plan that one wonders what remains for de- 
liberation and decision worthy of an interna- 
tional body of the scope and dignity of that 
now assembling. Indeed, the conference, if it 
accepts such restriction, would appear to be 
yielding a good part of its policy-making func- 
tion to the technicians, instead of the other 
way around, becoming itself more or less a 
rubber stamp, with authority only for details. 


Attitude of Congress 


The most serious objection, however, to thus 
circumscribing the freedom of the conference 
is the danger of getting something that Con- 
gress will not accept. As the President pointed 
out in his letter, any agreement made at the 
conference will not be binding until ratified 
by the governments themselves; and with us 
this means Congress. The British Parliament 
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has already debated the stabilization plan, as 
set forth in the joint statement of the experts, 
and has accepted it as a suitable basis for 
official negotiations. Even so, the British Gov- 
ernment appears to have gone much less far 
than the President in dictating the path its 
delegates must tread, if we may judge from 
the address in the House of Lords by the 
Lord Chancellor, Viscount Simon, on the pro- 
posed monetary program. In closing the debate 
on behalf of the Government, the Lord Chan- 
cellor said: 


The Government have not said and do not say that 
they approve all that is contained in this document, 
nor have they committed themselves to its terms. 
What we do say.is that this matter has been examined 
with the greatest skill and diligence by a remarkable 
assortment of people representing many countries, and 
that we should be betraying our trust, in our view, 
most lamentably if we did not urge that, on the basis 
of what has already been published and agreed, the 
discussions should go on. 


Unlike the British Parliament, our Congress 
has not yet been called upon to express opinion 
upon the plan, and our delegation is entering 
the meeting with instructions from the Presi- 
dent to carry forward a program whose fate 


before Congress must be considered proble- , 


matical, to say the least. This is risky business, 
and may easily lead to serious misunderstand- 
ing and disappointment. 

Especially is this true in view of the nature 
of the plan proposed and the reception it has 
had in this country. To have the conference go 
ahead and adopt a plan which Congress and 
public opinion will not support would be ex- 
t emely unfortunate. Already the prestige of 
this country in internationa! relations has suf- 
fered from the experience after the past war 
when the Senate rejected the peace treaty ne- 
gotiated by President Wilson, and later from 
the action of our Government which broke 
up the London Economic Conference in 1933. 
We can ill afford another occurence of this 
kind, both for the sake of our good name 
abroad and for the sake of the international 
collaboration so urgently needed in the mone- 
tary field, as well as in other directions. Far 


‘better no conference at all than the drafting 


of a plan with which the country is unsympa- 
thetic and which is thrown out by Congress. 


Experts’ Plan Widely Criticized 


The best way to avoid this danger is not 
to attempt too much. While the American 
people are thoroughly aware of the need for 
an international approach to the problem of 
postwar currency stabilization it will be a 
great mistake not to recognize that the plan 
proposed by the experts has found little favor 
in this country. 

In the first place, the plan is elaborate and 
difficult to understand. The language is tech- 
nical and involved, and in the boiled down 


version made public much of importance had 
to be left out. The fact that borrowers from 
the monetary fund do not “borrow”, but “pur- 
chase”, exchange seems topsy-turvy and con- 
fusing. About all the average man can see in 
the plan is a scheme to put 2% to 2% billion 
of good U. S. dollars into a pot to lend to 
nobody-knows-whom for nobody-knows-what. 
There is an instinctive dislike for this type 
of global credit arrangement even by many 
people who recognize the need for American 
lending in the postwar period but who would 
like to know more about who is going to do 
the borrowing and why. Nor is the average 
person entirely satisfied by the safeguards 
listed in the plan, since most of these appear 
to have their exceptions which, though prob- 
ably necessary for flexibility in a plan which 
seeks so definitely to anticipate the future, 
still leave loopholes. 

Editorial comment in the press, and banking 
and foreign trade opinion, have been over- 
whelmingly unfavorable to this type of ap- 
proach from the very beginning. The objec- 
tions have been stated often, but may be 
reviewed briefly as follows: 

1. That a fund of $8 to $10 billion is too big 
for genuine stabilization purposes, and would 
invite misuse. That it would tend, by its very 
size, to discourage prudent management in 
member countries; That it would encourage 
countries having difficulties with their balance 
of payments to go on borrowing instead of 
taking the steps necessary to put their affairs 
in order and their currencies on a sound basis. 

2. That the quota system embodied in the 
fund would itself accentuate the above ten- 
dencies by fostering the idea that countries 
are entitled to credit up to the amount of their 
quotas, without much question as to the use 
of the funds or capacity for repayment. In 
short, that the quota system would make the 
granting of credit too easy and automatic, and 
refusal too difficult. 

3. That a fund of this kind is ill-adapted 
to the transition period immediately after the 
war, when the need will be principally for 
relief and long-term credit for rehabilitation 
and the release of blocked sterling balances; 
hence, that if the fund is set up now it is almost 
certain to become partly or wholly frozen. 
While the fund is not supposed to take care 
of such requirements, but to leave them to 
other agencies — lend-lease or other forms of 
government direct lending, open market cred- 
its, UNRRA,* or the World Bank that is 
talked about—there may be great difficulty 
in practice in keeping them separate. 

4. That while the United States would be 
expected to put up $2% to $23 billion as its 





*United Nations Relief and Rehabilitation Admin- 
istration. 
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“quota,” or theoretically about a third of the 
initial fund of $8 billion, actually our gold and 
dollars would constitute a much larger share— 
possibly as much as 60 per cent—of the really 
dependable purchasing power of the fund. This 
because of the fact that a large share of the 
contributions of other countries would be pay- 
able in their own currencies, not freely con- 
vertible into gold and hence unreliable for 
international usage. Our contribution would 
be the first to be used up, as dollars would be 
in most demand. 

Voting power would be “closely related” to 
quotas. Thus the position of this country is 
likened to that of an individual who puts up 
most of the money for a bank the majority 
of whose directors consists of its prospective 
or actual debtors. (One need not assume lack 
of good faith on the part of other member 
countries. There is ample room for honest 
differences of opinion as to the uses and poli- 
cies of the fund, as recent debates in England 
have indicated and as we shall show later). 

5. That as the fund’s holdings of dollars are 
exhausted, as they may be, the United States 
will then be in the position of having to put 
up more dollars or be exposed to the charge 
of responsibility for the breakdown. Under 
the philosophy that debtor countries should be 
exempt from any deflationary pressures, the 
corollary apparently is that creditor countries 
must be willing to make the adjustment, 
either by lending, by inflating, or by other 
methods. To quote Lord Keynes in his address 
on the experts’ plan in the House of Lords on 
May 23, “If by no other means than by lending, 
the creditor country will always have to find 
a way to equate the account on imperative 
grounds of its own self-interest.” 


6. That the plan involves no adequate un- 
dertaking for currency stability or for removal 
of exchange controls. In addition to an initial 
change of 10 per cent that member countries 
may make in their currency parities on their 
own volition, a country may apply for further 
changes “if essential to the correction of a 
fundamental disequilibrium,” and the fund may 
not reject the application “because of the 
domestic social and political policies” of that 
country. This would seem to leave the door 
wide open to alterations, since it is difficult to 
see on what other grounds requests might be 
opposed. 

Similarly, member countries still retaining 
exchange restrictions after a period of three 
years would be required to “consult with the 
fund”, but final decisions as to their retention 
or abandonment apparently would rest with 
the country and not with the fund. 

‘ While reservations of this kind are under- 
standable in dealing with sovereign powers 
and under present conditions, the question well 





remains whether the United States is really 
getting enough in return in the way of assur- 
ances to warrant its going ahead with a com- 
mitment to put up the money, especially when 
the sums are so large. 


British Views on Stabilization 


Probably, however, the most important fac- 
tor in determining the workability of any cur- 
rency plan is not so much the mechanics and 
technical details as the national attitudes of 
the countries concerned. Because of the wide- 
spread influence of the dollar-sterling relation- 
ship this comes down, in this instance, mainly 
to a question of agreement between the United 
States and Great Britain. ° 

Here it. must be recognized that there are 
very sharply divergent points of view. People 
in this country are much more “orthodox” 
than the British in their views on gold. They 
favor a currency fixed in stable relation to gold 
and do not take lightly to changes, though 
willing to accept them on rare occasions of 
severe disequilibrium. 


The British, on the other hand, with their 
memories of unemployment and trade difficul- 
ties in the interwar period which, rightly or 
wrongly, they attribute to the “straitjacket” of 
the gold standard, are reluctant to tie closely to 
gold or to the dollar. This feeling is heightened 
by the uncertainties that lie ahead in the post- 
war period and the need for rectifying their 
balance of payments position, thrown heavily 
out of line by reduction in overseas invest- 
ments and other losses. 


How sharp is the cleavage between the two: 
viewpoints was brought out strikingly in the 
British comments on the experts’ plan, and in 
particular by Lord Keynes’s House of Lords 
speech in which he declared the plan to be the 
“exact opposite” of the gold standard. Most 
interesting are his comments upon currency 
policy, as follows: 


We are determined that, in future, the external 
value of sterling shall conform to its internal value 
as set by our own domestic policies, and not the 
other way round. Secondly, we intend to retain con- 
trol of our domestic rate of interest, so that we can 
keep it as low as suits our own purposes, without 
interference from the ebb and flow of international 
capital movements or flights of hot money. Thirdly, 
whilst we intend to prevent inflation at home, we will 
not accept deflation at the dictate of influences from 
outside. In other words, we abjure the instruments 
of bank rate and credit contraction operating through 
the increase of unemployment as a means of forc- 
ing our domestic economy into line with external 
factors ... 

. . . Instead of maintaining the principle that the 
internal value of a national currency should conform 
to a prescribed de jure external value, it (the experts’ 
plan) provides that its external value should be altered 
if necessary so as to conform to whatever de facto 
internal value results from domestic policies, which 
themselves shall be immune from criticism by the 
fund, Indeed, it is made the duty of the fund to ap- 
prove changes which will have this effect. 
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The last paragraph of the quotation is espe- 
cially significant as seeming to imply that cur- 
rency changes are to be the normal way of 
making economic adjustments. The London 
Economist of April 29, in its comment on the 
currency proposals, says exactly this. We 
quote: 

Indeed by implication, the new proposals seem to 
suggest that changes of exchange rate, instead of 


being, as originally, the one prohibited method of ad- 
justment, shall be the normal means. 


Certainly these interpretations are a long 
way from coinciding with American opinion 
on these matters, and raise a serious problem 
of reconciling the two points of view. Indeed, 
the question becomes pertinent as to how far 
the plan, as interpreted above, can be called 
a stabilization plan at all. 

This divergence of view appears also in re- 
gard to other points in the plan. American opin- 
ion generally, for example, regards the proposed 
$8 billion total for the fund as too much. The 
British, on the other hand, think it too little, 
and suggest it can be increased substantially, 
if need be, later on. All in all, the impression 
is given that the fund is likely to serve more 
as a means of credit expansion than of stabili- 
zation —in other words, an application of the 
principle of deficit-financing translated from 
the domestic to the international scene. 


What is the Answer? 
All this points strongly to the conclusion 


that the time is not ripe for the setting up of: 


elaborate and detailed mechanisms in this area. 
Chere is not yet sufficient real agreement on 
principles—the statement of the experts to 
the contrary notwithstanding —and the un- 
certainties are too great. The plan says that it 
is not intended to cover the needs of the transi- 
tion period at the close of the war, but looks 
tc the period beyond when more normal ex- 
change relations will have been reestablished. 
But no one knows how long that will take, or 
what the conditions will be. Naturally, Eng- 
land and other countries hesitate to make com- 
mitments for that far ahead and in the face of 
sc much that is unknown. When their com- 
mitments have been safeguarded to the extent 
they think necessary, almost nothing remains 
but our commitment to put up the money. 

In the meantime there are a number of much 
more immediate problems in the monetary field 
as, for example, how to take care of the relief 
situation in enemy and occupied countries. 
Then there is the question of the next step be- 
yond relief —how to provide capital for the 
rebuilding of war-torn industries. Should we 
us? the Export-Import Bank, and, if so, how 
should its powers be extended? Questions such 
as these carry much more into the field of the 
proposed United Nations Bank than into that 
of a stabilization fund. 





While the international bank has not been 
discussed as much as the fund, the objections 
from the standpoint of magnitude and credit 
risks are equally great. In fact, with the much 
more complex and technical nature of the bank 
credits involved, it becomes even more impor- 
tant that decisions should not be made by a 
bank the majority of whose directors are 
debtors. 


Fortunately, the choice before the confer- 
ence is not just between the plan of the experts 
and no plan at all. There are certain things 
that can and should be done at this time. 


The first of these is the provision of some 
permanent machinery for continuing interna- 
tional consultation on currency matters. This 
might take the form of some kind of council 
or institution to serve as a regular meeting 
place and focal point for study and discussion. 
Such an organization could be immediately 
useful in dealing, for example, with the ques- 
tion of money for occupied territories. In this 
way a habit and procedure for collaboration 
would naturally develop that would be helpful 
later on in fixing the value of currencies and 
in meeting other problems in connection with 
the repairing of the shattered fabric of inter- 
national trade and exchange. There is no rea- 
son why consultation should wait on the per- 
fection of credit arrangements which are in 
fact not needed for some time to come. 


The second of the steps that needs to be 
taken now is the formulation of a program 
for aiding Great Britain in reestablishing her 
monetary and trade position, and particularly 
for dealing with the special problem of her 
war-expanded “blocked” balances. This is one 
of the key questions that needs to be dealt with 
as a preliminary to determining exchange rates 
and reestablishing multilateral trade and clear- 
ings. 

It is wholly fallacious to think of most of the 
countries of the world as devoid of purchasing 
power and dependent upon this country for 
huge credits in order to get going after the 
war. The fact is that, as a result of vast ex- 
penditures by both Great Britain and the 
United States, the rest of the world has ac- 
cumulated huge reserves in dollars and sterling 
—to the extent that many countries are threat- 
ened by serious inflation. For example, South 
American countries already have over $3 bil- 
lion of gold and dollar exchange, while inter- 
national sterling balances accumulated in Lon- 
don are estimated as high as $8 billion. Even 
some of the occupied countries, notably France, 
have substantial holdings of gold in safekeep- 
ing abroad. The countries that will have little or 
no foreign purchasing power will be limited. 

The question of credit needs thus boils itself 
down largely to a British problem which we 
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and the British ought to be able to deal with 
between ourselves outside of any blanket 
monetary program. 


One Step at a Time 


On this whole subject of how to make prog- 
ress on the establishment of an international 
monetary mechanism, the following words 
from a recent address by Secretary of the Navy 
Forrestal, referring to world organization to 
secure peace, seem to apply equally well: 

We must realize that such an organization will have 
to be built brick by brick. In other words, I suggest 
that we move surely rather than too swiftly in the 
building of an international organization which is to 
provide a permanent framework for peace among 
nations. There must be some general outline of a pat- 
tern toward which we move, but it should be a pattern 
sufficiently elastic to accommodate itself to reality 
rather than to force realities into a rigid and inelastic 
plan. The stairway to the goal of perfect human rela- 
tions, whether between men or nations, cannot be 
compassed in a single leap. 


If there is a genuine desire for stabilization, 
comparatively simple arrangements will suffice. 
On the other hand, if the desire is lacking, no 
mechanism can be effective and the money 
put in will only be wasted. 


Industrial Capital and Postwar Business 


With balance sheets as of the end of 1943 
now available for most large industrial cor- 
porations, it is possible to form some general 
conclusions as to the probable working capital 
position of American industry at the end of 
the war and its adequacy to finance reconver- 
sion and to expand postwar business. This 
question has been the subject of inquiry and 
concern for a long time, and the welfare of the 
whole country is involved. If the industries 
are to be ready to meet the special require- 
ments of the changeover period and what 
everyone hopes will be a huge volume of busi- 
ness after the war, they must be not only 
strong but liquid. The closer a general term- 
ination of war contracts approaches, the more 
urgent the question of working capital and 
liquidity becomes. ‘ 

A considerable amount of study has already 
been given to the subject. The Department of 
Commerce, in the February 1944 Survey of 
Current Business, summed °up its own esti- 
mates of probable needs for funds to reestab- 
lish civilian business at a high level, and of the 
funds available. More recently the Securities 
and Exchange Commission has published the 
results of a tabulation of listed corporations 
in various lines and estimates for all corpora- 
tions, showing that working capital has in- 
creased substantially during the war period. 
Two studies of importance by Prof. Charles 
C.-Abbott have been published in pamphlet 
form by the Graduate School of Business Ad- 
ministration, Harvard University. 





Supplementing these and other studies, we 
present herewith a composite balance sheet of 
all manufacturing corporations having a net 
worth of $5 million and upwards whose figures 
for the years 1940-1943 are now publicly avail- 
able, and whose fiscal years ended between 
Sept 30, 1943 and March 31, 1944. 

It should be kept in mind that the use of 
composite statements of this type is subject to 
many qualifications,.some of which apply to 
the-figures themselves and others to their in- 
terpretation. The recent studies by the De- 
partment of Commerce and the SEC have been 
readily accepted in some quarters as proof 
positive that American business will have ade- 
quate capital for reconversion and postwar 
purposes. The authors of these studies cau- 
tioned against any such sweeping conclusion, 
and called attention to numerous limitations 
to the data. But as often happens with statisti- 
cal material, many of the qualifications are 
overlooked by busy readers inclined to over- 
simplify such situations. 


Industrial Balance Sheets 


Our composite balance sheet totals for man- 
ufacturing corporations are presented in two 
groups—durable goods and nondurable goods. 
The former represent, in general, the metal- 
working and other “heavy” industries that are 
engaged almost wholly in war work. Many 
have had to convert their plants to a large 
extent. The nondurable goods industries in 
many cases are also producing tremendous 


' quantities of materials for the armed forces, 


for lend-lease, etc. However, most of these 
industries have continued during the war to 
manufacture the same products made in peace- 
time, or others quite similar, and therefore 
will not face serious conversion problems. 

Following the balance shcets are given the 
totals of working capital (current assets, less 
current liabilities) by industrial groups. This 
list will illustrate how many diverse industries 
come together to make up what we call “busi- 
ness,” and how unevenly changes occur in these 
different industries. The percentage changes in 
the dollar value of sales, 1940-43, indicate the 
extreme differences in the degree of business 
expansion during the war period. 

Measured by their aggregate net worth at 
the end of 1941, the latest date for which sta- 
tistics for all corporations are available, these 
654 companies represented about 55 per cent 
of the total of all manufacturing corporations 
in the United States ($27 billion out of $48.4). 
The year-to-year changes in their position tend 
to dominate the changes in the total for the 
country as a whole. These figures based upon 
large companies are not, however, necessarily 
typical of results for small companies. 


For the group of 323 nondurable goods man- 
ufacturing companies, which from 1940 to 1943 
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Composite Balance Sheet of 323 Nondurable Goods 
Manufacturing Companies with Net Worth 
over $5 Millions 


(In Millions of Dollars) 





End of Year % Chg. t 
Assets 1940 1941 1942 1943 "40-43 3 
CAST  meccecerencereneeenennne: $ 1,939 $ 1,782 $ 1,839 $ 2,300 + 19 
Government securities... 151 610 1, 1,596 + 
Receivables, net 1,395 1,888 2,288 2,373 + 70 
Inventories* cnn 8,406 4,202 4,537 4,604 + 385 


Total current assets... 6,891 8,327 9,649 10,873 + 58 


Plant and equipment —. 17,358 18,012 18,340 18,880 + 9 
Less depreciation —. 8,442 8,742 9,088 9,606 + 14 
Net property .. + 

Other Assets nnnnnnunnee 2,986 2,896 2,952 3,068 + 

















Liabilities & Capital 

Notes payable nnn 247 490 877 329 

A/c pay., accruals, etc.* 8838 1,164 1,469 1,772 +101 
Reserve for. taxes 625 1,279 1,782 2,292 +267 


Total assets —..... 18,793 20,498 21,853 23,210 + 24 
33 





























Total current liab.. 1,755 2,933 3,628 4,393 +150 
Deferred liabilities .. 2,098 2,188 2,268 2,219 + 6 
TRONOE WOR: a hcthiecintncces 988 1,081 1,262 1,415 + 438 
Capital and surplus... 18,952 14,296 14,700 15,188 + 9 

Total — nenmevsee enn $18,793 $20,493 $21,858 $23,210 + 24 

% Chg. —————Working Capital————_——, 
No. of Industrial Sales End of Year % Chg. 

Cos. Groups ‘40-43 1940 1941 1942 1943 ‘40-43 

10 Baking 





+69% $ 69 $66 $ 75 $88 + 28 
11 Dairy prod... +77 114 188 159 180 + 58 
8 Meat packing... +95 329 873 402 4388 + 33 
24 Sugar 88 148 156 171 180 + 22 
25 Other food prod. +82 293 320 370 408 + 89 


10 Beverages ...+100 116 122 148 155 + 34 
14 Tobacco prod... +56 620 619 741 174 + 25 





18 Cotton goods..+111 81 94 109 122 + 51 
8 Silk & rayon.. +73 87 90 97 99 + 14 
5 Woolen goods +144 49 58 65 70 + 48 
3 Knitted goods..+-155 8 10 10 10 + 25 
15 Oth. tex. prod. +103 117 129 143 155 + 82 
8 Cloth & appar. +64 52 55 65 68 + 81 


9 Shoes&leather +71 142 149 160 168 + 18 
8 Rubber prod...+165 336 372 402 463 + 38 
43 Paper products +50 174 191 218 238 + 387 
14 Ptg. & pub... +41 58 59 65 68 + 9 


30 Chemical prod. +90 511 495 583 705 + 38 
11 Drugs,soap,ete. +78 106 121 132 157 + 48 
8 Paint & var... +61 81 80 88 101 + 25 


84 Petrol. prod... +56 1,532 1,591 1,691 1,682 + 10 
7 Misc.—nondur. +95 114 112 134 157 + 38 


828 Total nondur. +77 $5,136 $5,394 $6,021 $6,480 + 26 
“Current ratio” 8.93 2.84 2.66 2.48 








Composite Balance Sheet of 331 Durable Goods 

Manufacturing Companies with Net Worth _ 
over $5 Millions 

(In Millions of Dollars) ' 

End of Y % Chg. 

nd of Year *g na. 





+ 
Assets 1940 1941 1942 1943 
Cash mmm $ 2,178 $ 2,214 $ 2,797 $ 3,428 + 57 
Government securities... 8382 1,119 2,17 3,015 + — 
Receivables, net num 1,754 2,426 8,486 8,681 +110 
Inventories*  ..nunneee 8,312 4,425 5,560 5,959 + 80 


Total current assets... 7,576 10,184 18,963 16,088 +112 
Plant and equipment... 13,189 18,901 14,242 14,485 + 9 





Less depreciation .... 6,101 6,484 6,926 17,519 + 238 
Net property 7,088 17,417 7,816 6,916 — 2 
Other assets een 1,850 1,906 2,111 2,512 + 86 
Total assets cnneuen 16,514 19,507 28,890 25,511 + 54 


Liabilities & Capital 


Notes payable ...... 115 196 337 618 +4387 
A/c pay., accruals, ete.* 1,496 2,065 4,028 4,410 +195 








Reserve for taxes ..... 847 2,278 8,298 8,998 +872 
Total current liab... 2,458 4,589 17,658 9,026 +267 

Deferred liabilities.imn 1,895 1,524 1,479 1,505 + 

ReSCrVES ceeresssoeersseereevee andi 65. 8388 1,153 1,482 +119 

Capital and surplus ...... 12,008 12,606 13,100 13,548 + 18 
Total nnnnmmenenne $16,514 $19,507 $23,390 $25,511 + 54 

% Chg. ——————Working Capital 

No. of _ Industrial Sales End of Year % Chg. 

Cos. Groups ‘40-43 1940 1941 1942 1943 ‘40-43 


80 Iron & steel..+101% $1,224 $1,321 $1,856 $1,425 + 16 
8 Agri. implem. +111 434 443 568 617 + 42 
21 Bidg. equip. ..... +97 185 217 211 242 + $1 
20 Electr. equip.+202 875 506 566 498 + 383 
18 Hdwe, tools.....-183 123 182 146 159 + 29 
10 Hschold equip. +120 125 127 119 115 — 8 
55 Machinery .....+-264 835 875 417 442 + 82 
9 Office equip....+132 119 128 123 132 + 11 
17 Nonferro, met. +87 459 492 501 648 + 41 
21 Oth. met. prod. +80 211 215 226 259 + 28 


18 Automobiles +116 695 748 963 1,188 + 71 
16 Auto equip.....4-224 124 138 158 178 + 44 
18 R’way equip. +302 214 228 255 278 + 80 


10 Aircraft ...........+637 51 104 193 3385 + ... 
5 Shipbuilding§ +423 25 19 30 38 + 52 
12 Lumber +70 54 63 46 60 + 11 





4 Wood prod. .... +87 33 36 38 40 + 21 


14 Cement, etc. .. +17 81 88 100 103 + 27 
21 Oth.stone,etc. +738 188 196 219 241 + 28 


9 Misc. durable +112 638 68 68 63 


— —_——— ee — ss ——— — 


831 Total durable +165 $5,118 $5,645 $6,305 $7,057 + 88 
“Current ratio” 3.08 2.24 1,82 1.78 





* Includes advances on government contracts. §Available figures do not include several large shipbuilding companies which are 
subsidiaries of steel and other companies, or which are closely held and publish no financial statements. Changes of more than 


500 per cent not computed. 





had a sales increase of approximately 77 per 
cent, total assets increased 24 per cent. Cur- 
rent assets, however, increased by 58 per cent. 
Current liabilities in the same period rose by 
150 per cent, due to the large expansion in re- 
serves for taxes, and to the increase in ac- 
counts payable, accruals, etc., including the 
liability for advances on government contracts. 
Working capital or net current assets increased 
by 26 per cent. The “current ratio” of liquidity 
declined from 3.93 to 2.48, but if the large hold- 
ings of tax notes and other government se- 
curities were offset against the tax liability, 


the current ratio at the end of 1943 would be 
raised to 3.32 to 1. 

Of the substantial increase in gross plant 
and equipment, over three-fourths was offset by 
the increase in depreciation reserves. Bonded 
debt, mortgages and other deferred liabilities 
increased slightly. The total of reserves, in- 
cluding postwar and contingency reserves, 
while up sharply, represented only 6 per cent 
of total assets in 1943 compared with 5 per 
cent in 1940. Net worth was built up by 9 per 
cent during the three-year period, principally. 
through excess of earnings over dividends. | 





The 331 durable goods manufacturers, in 
contrast with the nondurable group, had a 
1940-43 sales increase of 165 per cent against 
77, and an increase in total assets of 54 per 
cent against 24. Working capital increased 
by 38 per cent, against 26. The “current ratio” 
declined from 3.08 to 1.78, but if government 
securities were offset against tax liability, the 
ratio would be 2.17. 


For the durable goods group, the increase in 
gross plant and equipment was more than off- 
set by the increase in reserves for deprecia- 
tion, so that net property account declined. 
Long-term debt increased slightly, and re- 
serves represented 6 per cent of total assets 
ir. 1943 compared with 4 per cent in 1940. Net 
worth was built up by 13 per cent, against 9 
for the nondurable group. 


What the Figures Signify 


These figures warrant certain conclusions, 
but are also subject to considerable limitations. 
They show (1) that there has been a substan- 
tial increase during the war in the working 
capital of the larger corporations. In the man- 
ufacturing industries, whefe reconversion 
problems will be centered, the SEC studies and 
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Working Capital of All Manufacturing Corporations 


























in the 
(In Millions of Dollars) 
End of Current Current Working Current 
Year Assets Liabilities Capital Ratio 
1926. uence. $26,201 $14,114 $12,087 1.86 
a 26,392 12,727 13,665 2.07 
1928... 27,591 11,59€ 15,995 2.38 
ee 7 12,138 15,868 2.31 
1980... 25,646 11,248 14,408 2.28 
A 10,581 11,447 2.08 
Winco Tees 9,821 9,247 1.94 
| Seeenees a aaa 9,390 10,526 2.12 
ee 10,347 10,064 1.97 
nF 10,684 10,145 1.95 
ee 11,539 10,695 1.93 
1987... 22,886 9,580 138,306 2.39 
1938.. 22,089 8,257 138,832 2.68 
1989...... 24,147 9,045 15,102 2.67 
1940 27,606 10,967 16,639 2.52 
1941p. 85,720 15,972 19,748 2.24 
1942@..unmmnee 45,000 23,000 22,000 1.96 
1948e 51,000 27,000 24,000 1.89 





Source: Compiled from Treasury Department “Statistics of 
Income”. There were slight changes in the captions of certain 
of the current asset and current liability items in 1926, 1928, 
1987 and 1940, with the result that the figures are not strictly 
comparable throughout the period. p Preliminary. e Rough 
estimate, based on published balance sheets of large manufactur- 
ing corporations. 


J uly, iit : 
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our own agree that current assets have in- 


creased much more, in dollar value though not 
percentagewise, than have current liabilities. 

If it is assumed that the increases in work- 
ing capital shown by our sample compilations 
are typical, and the percentage increase is ap- 
plied to the total working capital of all manu- 
facturing corporations, as reported by the 
Treasury for 1941 (the latest year available), 
this total at the end of 1943 would be in the 
neighborhood of $24 billion. Figures since 1926, 
including estimates for the past two years 
are shown in the chart and table. 

The figures show also (2) a high degree of 
liquidity of the current assets, due to the large 
accumulation of cash and government securi- 
ties being held against current liabilities. 
Among large numbers of the companies, and 
particularly those producing war materials, a 
major portion of the receivables is due from 
the Government, while inventories are largely 
allocated against government contracts; and 
at the end of the war the Government will be 
even more of a current debtor. To that extent 
receivables and inventory are not subject to 
ordinary credit and market risks, and in liqui- 
dation should yield approximately their stated 
values. The fact that such large portions of 
receivables and inventories represent claims 
due from the Government does not, however, 
guarantee prompt payment; it emphasizes the 
importance of rapid settlement of terminated 
contracts and of satisfactory interim credit 
arrangements. 


Postwar Demand for Working Capital 


Turning from the supply of working capital 
to the probable postwar demand, difficult ques- 
tions arise. In addition to meeting the short- 
term and long-term liabilities shown on the 
statements, what will be the costs of convert- 
ing plants from war to peace goods, and what 
will be the operating losses during the change- 
over period? What will be the requirements 
of cash for replenishing the civilian goods in- 
ventory and reextending civilian trade and 
consumer instalment credit? What will be the 
level of postwar sales, to which inventories 
and receivables tend to bear a fairly close 
relationship? Should the estimated capital re- 
quirements include also the cost of acquiring 
government-owned plants? 


Obviously, many of these questions cannot 
be answered until after the war ends, and 
they are tied in with a host of other questions 
dealing with government policy toward settle- 
ment of war contracts and disposal of surplus 
property. The complexity of the problem 
shows the need for avoiding sweeping general- 
izations. At the same time, the problem is so 
important that even provisional conclusions, if 
justified by the available information, are of 
value.” 
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Writing under the title of “Can Business 
Finance the Transition?” in the February 1944 
Survey of Current Business, S. Morris Living- 
ston and E. T. Weiler, of the Department of 
Commerce, discussed the various sources of 
funds which have been accumulated by busi- 
ness during the war, and set up against these 
the probable charges to be met. An estimate 
was presented that the total of funds (exclu- 
sive of fixed capital) to be available in the 
transition year would range from $47 to $58 
billion, made up as follows: 


Funds Available to Business in the Transition Year — 
in Addition to Holdings as of Dec. 31, 1941 
(In Billions of Dollars) 
Accumulated during 1942 and 1943 
Provisions for depreciation, ete. ..... 
Net amount due from Government on output 











delivered before Jan. 1, 1944 2-3 
Net claims on uncompleted contracts...........csccees 7-11 
$47-58 


It was assumed that reasonably prompt pay- 
ment will be made of war contract termination 
claims, and that as long as the war continues 
the total of funds will continue to increase 
beyond that given as of December 31, 1943. 

A similar calculation made of the probable 
requirements to restore the prewar plant, in- 
ventories and receivables of American busi- 
ness, and to liquidate the increase in tax ac- 
cruals since 1941, showed a total of $36 billion, 
made up as follows: 


Summary of Maximum Charges Against Business 
Accumulation 


(In Billions of Dollars) 











Retire wartime tax accruals... $8 
TEC ORIGIN WOMICUIL sis sacacevochapsvtectrscsecdecpecodhnsdeettbchvbdbbinccaciotededl 4 
Replenish civilian goods inventory ..........ccseeeeseeeeees 8 

Equipment purchases (deferred plus current re- 
TTROMIIINTIND - sssaicsnnioeeisedocieus erceaenckcctenstedceleocbenisoctechapoovese 11 
Deferred maintenance (MECt) ......ccccccccccsrororsssrsecsscecesseecs 2 
Reextension Of CONSUME Credit ...........scccecessserecssceseeees 3 
$36 


The informative discussion, to which readers 
are referred for important details, concluded 
with the following two significant paragraphs: 


Answering the question posed in the title to this 
article, the large amounts of cash and government 
bonds accumulated by business during the war, to- 
gether with the funds which will become available 
through liquidation of war contracts and from opera- 
tions during the transition, are sufficient, when taken 
in the aggregate, to meet all of the charges which are 
in any way related to the transition from war produc- 
tion to the prewar level of peacetime output and leave 
. aa balance for expansion above the prewar 
evel. 

It should be remembered that there will be indi- 
vidual firms in a less advantageous financial position. 
It can be said, however, that the lack of funds will 
be localized rather than general and that typically the 
uncertainty over the adequacy of business funds has 
to do with the requirements for expansion rather than 


with the requirements for reestablishing the prewar 


volume of business. 


. 
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Limitations of the Figures 


The evidence of these studies supports the 
opinion that American manufacturers as a 
whole are financially prepared to reconvert to 
peacetime production, assuming prompt settle- 
ment of claims against the Government or 
satisfactory interim financing arrangements. 
As a whole, also, subject to such uncertainties 
as the postwar price level, which will influ- 
ence working capital requirements, they seem- 
ingly will be able to undertake considerable 
expansion without resort to outside sources 
of funds. 


To these conclusions certain qualifications 
need to be made. One concerns the significance 
of the use of aggregates, or figures which apply 
to business “as a whole”. Aggregates tend 
to imply a pooling of resources which does 
not actually take place. They do not reveal 
the wide differences that exist not only be- 
tween different industrial groups and different 
size groups but also between individual com- 
panies of comparable size in the same industry. 
It is uncertain to what extent the statements 
of the larger corporations which are publicly 
available are typical of the great numbers 
of medium size and small corporations, part- 
nerships, and individual enterprises. Under 
all conditions, regardless of what overall fig- 
ures show, there will be companies seeking 
capital; and if prices rise as some fear, many 
companies who now think they are in a strong 
position will find they are underestimating 
their needs. — 


The second qualification is that the figures 
relate only to established companies. Neces- 
sarily they cannot show whether there is a 
dearth of capital for people who would like 
to start in business with new products and 
new ideas. The availability of such capital, 
or the lack of it, may mark the difference be- 
tween an industrial organization that is grow- 
ing and one that is standing still, between 
economic progress and economic stagnation. 
Year after year, venture capital will be needed 
to help new enterprises become established 
and small enterprises to grow. 


The third qualification concerns the validity 
of the assumption that settlement of claims 
against the Government will be prompt or 
interim credit arrangements satisfactory, so 
that funds will be available at the time, in the 
place, and on the terms required to satisfy 
needs. This is still subject to uncertainties. 


Even with these qualifications, however, the 
evidence as to the increase in working capital 
is heartening for the reconversion period and 
for the postwar years. It signifies that there 
are means to go ahead, if conditions which 
encourage enterprise are present. 


THE NATIONAL CITY BANK OF NEW YORK 


















THE NATIONAL CITY BANK OF NEW YORK 


Head Office: 55 Wall Street, New York 
Condensed Statement of Condition as of June 30, 1944 


Including Domestic and Foreign Branches 


ASSETS 
Casu anp Duz rrom Banks AND BANKERS . $ 906,662,670.72 
Untrep States GOVERNMENT OBLIGATIONS (Direct orFu Liy GUARANTEED) 2, 370, 598, 109.27 
Os.icaTIONS OF OrweR FEDERAL AGENCIES wot 45 "478, "730. 55 
State AND MunicipaL SecurRITIES . ..... a 136, °995, 484.15 
Orner SECURITIES. . . ; 4 62,432,333.85 
Loans, Discounts, 'AND.BANKERS’  ACCEPTANCES. Sy m 829,505,400.34 
REAL Estate Loans AND SECURITIES ‘ 3,920,525.74 
Customers’ LiaBILITY FOR ACCEPTANCES " 4,801,639.17 


. 
. . 
. . 
. . 
. . 


Stock In FeperaAt RESERVE BANK 625,000.00 
OwnersHIP OF INTERNATIONAL BANKING Corporation 
Bank PreMIses. .. . 
Orner Assets . 2... 


Tame « 10. 8 


7,000,000.00 
35,932,409.93 
1,465,855.83 

. . $4,410,418,159.55 


ese @e © one is 


LIABILITIES 

Deposits . . + a or caca: ot SRST Bae sae 

(Inc.upes U. S. War Loan Deposit $739, 073 001 1.08) 
LiaBILiTy ON ACCEPTANCES AND Bits . . . . $9,736,351.51 

Less: Own AccEPTANCES IN PorTFOLIO . 4,191,586.52 

IreMs IN TRANSIT WITH BRANCHES . ... . . Ren 
RESERVES FOR:” 

UnearneED Discount AND OTHER UNEARNED INCOME 1,382,420.66 

INTEREST, Taxes, OrHER AccrUED ExPENSEs, ETC. 19,010,131.72 

a ge ne toe a! Ai en kee 3 gt Me eee od 3,100,000.00 
MNEs. Ti 8 te te ELS SIS Sel oo eee 
SurpLus .. di evce Be ani eo6 eye: Oo Se 
Unpivipep Prorirs, ore ae ree 222,956,459.73 


WME tt 8 8 ot ee 6} Se eee 


5,544,764.99 
603,396.26 





Figures of foreign branches are included as of June 24, 1944, except those 
for enemy-occupied branches which are prior to occupation but less reserves. 


$939,331,914.67 of United States Government Obligations and $6,323,396.00 of other assets are deposited 
to secure $891 ,628,190.46 of Public and Trust Deposits and for other purposes required or permitted by law. 


(Member Federal Deposit Insurance Corporation) 


CITY BANK FARMERS TRUST COMPANY 


Head Office: 22 William Street, New York 
Condensed Statement of Condition as of June 30, 1944 


ASSETS 


Casy AND Due From BANKS . . . $ 25,231,992.01 
Unrrep States GOVERNMENT OBLIGATIONS (Dr RECT oR FuLty GUARAN TEED) 127, 812, 746.79 
OBLIGATIONS OF OTHER FEDERAL AGENCIES . "515, 863.16 
Loans AND ADVANCES . . age: 2,080,988.91 
Reat Estate Loans AND SECURITIES 6,211,557.95 
Srock In FeperAL Reserve BANK. . ,000.00 
Bawx PRSMiseSs | osieis sh we 3,501,776.25 
Oruer Rear Estate. . . ae 112,500.35 
Ovuan Aséers. i 006 0% eile 2,055,275.15 


Ral sss eee Bis i . . $168,122,700.57 


LIABILITIES 


Deposits. . $139,294,883.13 
(IncLupes U. “Ss. War Loan Deposit $47, 521, 768. 8.63) 
WSABRVES.. 2 <> 4:3- - Bate 4 j 2,997,714.08 
CapITAL~. . ae rar 10,000,000.00 
SurpLus. . . - i 10,000,000.00 
UnpivipEep Prorir: TS. ¢ e 5, 830, 103.36 
a ° 


. . 
o..8 °o 
O° Gig 
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$71,792,778.06 of United States Government Obligations are deposited to secure 
the United States War Loan Deposit and for other purposes required or permitted by law. 


(Member Federal Deposit Insurance Corporation) 


$168,122, 700.57 





DIRECTORS 
GORDON 8: RENTSCHLER 


W. RANDOLPH BUR 

Vice-Chairman of the om 5 

WM. GAGE BRADY, JR. 
President 


ay LS pEay } 
President, ee Tele- 

phone & Telegra rporation 
CURTIS E. CALDER 


EDWARD A. DEEDS 
err “5 the Board, The 
National ash Register Company _ 
CHR LAND. RODE 
ice- ent, ps 
Corporation 


A. P. GIANNINI 
Chat 


JOSEPH P. GRACE 
Chairman of the Board, W. R 
Grace and Company 
JAMES R. HOBBINS 
President, Anaconda Copper * 
Mining Company 
“Chairman of the Boar, a} 
airman of the 
Glass Works Coming ; 
GERRISH H. MILLIKEN 
President, Deering, Milliken 
Company, Inc. 
ERIC P. SWENSON 
8. M. Swenson and Sons 
GERARD SWOPE 
President, General 
Company 
REGINALD B. TAYLO 4 
Vice-President, Bterling t Engine 
Company 
*ROBERT WINTHROP 
Robert Winthrop and Company © 
*Serving with the armed forces. 


DIRECTORS 


GORDON 8S. RENTSCHLER ~ 
Chairman of the Board , 


LINDSAY BRADFORD . : 
President ; 


GILBERT G. BROWNE 
22 William Street 
W. RANDOLPH BURGESS 
Vice-Chairman of the Board 
The National City Bank of 
New York 
J. HERBERT CASE 
22 William Street 
EDWARD C. DELAFIELD 
Delafield & Delafield 
LEWIS L. DELAFIELD 
67 Wall Street 
CLEVELAND E. DOD 
aeceuaeent, Phelps t Dota 
Corporation 
ROBERT W. DOWLING 
President, City Investing Co. 
SaMUEL SLOAN DURYEE 
Parker & Duryee 
A. P. GIANNINI 
Chairman of he Reena, Bank a, 
America, N. &8.A 
DOUGLAS GIBBONS 
Douglas Gibbons & Co,, Inc. 
ROBERT L. HOGUET 
President, Emigrant Industria 
Savings Bank 
CHARLES D. LANIER 
15 William Street 
*GEORGE. W. PERKINS 
Vice-President, Merck &‘Co., Ine. 
*HENRY C. TAYLOR 
Taylor, Clapp & Beall ‘ 
REGOIALD B. TAYLOR 
Vice-President, Sterling Engine 
Company 
EARLE 8. THOM 
Presid 


bef | REID WOLF 
Senior Vice-President 
“BOYKIN C. WRIGHT 
. Gordon. 
Parlin and Caniil 
*Serving with the armed forces. 
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